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Turning World Resources to 
World Welfare 
* 


Mr. Scuuttz: On this large and difficult subject, Mr. Warburg and I 
shall join you, the listener, in hearing Miss Ward and Mr. Rao; and then 


_ we shall talk with you about the problems which the speakers will have 


taken up. 

Now, this topic is doubly hard for us as Americans, because we do not 
know how to convert either our own resources or the resources of others 
into world welfare. We know a lot about better production techniques. 
Let us take, for example, food; we certainly can help countries increase 
their food output very substantially. We are also rather successful in the 
purely economic field, but in the political and social area we still are 
really babes in the wood. We certainly have not been successful in bring- 
ing about social changes which increase world welfare, have we? 


Mr. Warsurc: No, I do not think so, because our efforts in the eco- 
nomic field have been. made in the context of an overriding negative 
policy—a policy of stopping Russia and communism—and not as ends in 
themselves. This means that we have followed a policy of expediency. 
That policy of expediency has dictated our allies; and, as a result, we 
have made some rather strange friends. Furthermore, a negative policy 
becomes a status quo policy; and, through having a status quo policy, we 
have been thrown into the position of opposing change, whereas in the 
past our natural affinity and our strength have derived from the fact that 
we had a natural affinity for all peoples everywhere seeking change for 
the better. I think that that is the main trouble. 


Mr. Scuutrz: I would like at this point to turn to the outside and to a 
very distinguished citizen of another country. Let us first hear from Miss 
Barbara Ward, the foreign editor of the London Economist. 


From London, England 
Miss Warn: It seems to me that there is really no point in the whole 
world where the military and economic and, indeed, moral issues of the 
Western world come together more clearly than on the question of the 
development of backward areas. One does not need to stress the military 
side; the news from Korea and the general Communist pressure in Asia 
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remind us that we have to reinforce our military front with economic 
progress. Economically we have to find new markets and new sources of 
raw materials, and morally we have to make clear to the peoples of the 
world that we do not intend the great benefits of Western life to be con- . 
fined just to the Atlantic community. 

With that being so, it does seem to me that in the free nations we have 
not really come to grips with the scale of the problem of development, | 
nor have we really made the major act of decision to go ahead and deal — 
with it. 

We know that there are in this question of development two major 
problems to be settled. The first is the question of resources. In the back- 
ward areas, and particularly in Asia, there are not the local supplies of 
capital for anything like a big development job, and we cannot expect 
private investment to do it in a big way from outside while conditions 
are so uncertain. We have therefore got to face a period of governmental 
intervention and governmental expenditure on a sufficient scale. That is 
one part of the problem. 

Then I think that there is another problem which is only less urgent. 
We have to make certain that the resources which are put at the disposal 
of backward countries are not wasted by inadequate administration and 
by lack of technical know-how. In our own investment it seems to me 
that we have already in the free world one example which is of great im- 
portance here. After the last war we did, after all, within the framework 
of the United Nations set up an agency for reconstruction—UNRRA, 
the United Nations Relief and Rehabilitation Administration. The great 
principle of UNRRA was that the basis of its funds was a 1 per cent con- 
tribution from each nation’s national income. The resources of UNRRA 
were provided by all the free nations on this basis of 1 per cent. 

Let us suppose that, now, we took that as a new basis for a long-term — 
development program for backward areas. Let us suppose that the free 
nations said to themselves, “Well, it’s worth our while to give 1 per cent 
of our national income—I per cent, no more—to prove that our way of 
life can build and can remake and can develop the life of the poverty- 
stricken masses all over the world.” That would be a very sizable sum— 
much, much bigger than anything that we have thought of so far. It 
would mean several billions a year available for this purpose, and I need 
hardly say that we have not any of us thought of the problem on this 
scale. But should we not think of it on this scale when we just remember 
the degree of Communist pressure, the degree of need, the intense desire 
of the masses, particularly the masses of Asia, to begin at last to share in 
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the good life which they believe that Western methods can make possi- 


ble. Therefore, I would think that if we could approach it on this scale 
and attempt to set up an international development fund of the free na- 
tions, based upon 1 per cent of their national income, we would be on 
the way toward, well, not solving this problem, because it is so vast, but 
at least showing that we are in earnest in our determination to meet it. 

Then there is the other problem of making certain that this fund of 
welfare and development is not misused. There is here, as one realizes, 
a direct conflict between the desire of backward nations to receive funds 
and assistance and their intense desire not to be bossed about by other 
people. There is a conflict between their economic need and their na- 
tional pride. It is no good our blinking this fact. It is one of the essen- 
tial facts, particularly about Asia, where nationalism is new, where na- 
tionalism has behind it immense popular fervor—much greater than in 
our own world, where we are getting rather used to nationalism and 
also are seeing its disadvantages. We have to find some way around this 
conflict between economic need and national pride. And I do think here 
that the free nations of the West have not yet made sufficient use of the 
principles of United Nations administration and the use of United Na- 
tions missions for overseeing the administrative and technical workings 
of the development fund. 

Why should we not send to the United Nations some of our best tech- 
nicians and best administrators—not just the ones we feel that we can 
spare—the greatest first-class men who can be formed into missions to 
go out to areas which are being developed under our new development 
fund. Those men can then oversee, as an international agency, the work 
that is being done. We would then get technical competence, but it would 
be technical competence coming with international bias, and it would 
evade this headlong collision with national sovereignty and the feelings of 
national independence which we must at all costs respect—indeed, we 
must foster—because the spirit of national independence is one of the 
great safeguards, particularly in Asia, against the new forms of Soviet 
imperialism. 

So I would suggest that if we in the free world, among the free nations, 
are going to take this job of national development seriously, we have got 
to think on a big enough scale. And I think perhaps 1 per cent of our 
national income would not be altogether inadequate though certainly a 
not very ambitious scale of help. We have to find ways and means of 
evading this issue of nationalism; and this we can do by using fully the 
machinery of the United Nations. 
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Mr. Scuutrz: Thank you, Miss Ward. 

Warburg, I find it rather easy to buy Miss Ward’s program. I, as an 
American, do not find her scale of operations or suggestion of 1 per cent 
very impressive or large or even up to the need. So far as doing the task, 
I see no serious difficulties per se in the technical operations. 


Mr. Warsurc: I think that Miss Ward’s program is a refreshing con-~ 
trast to our own much-discussed Point 4 program, which is the most 
miserable little gesture in that direction. You might say that, instead of 
being a lion, it was a mouse; and then, when the mouse was born, it had 
its tail and its ears cut off by Congress. So that I am glad to see somebody 
talking about this thing in dimensions which are somewhat comparable 
to the problem. 

I have two troubles with Miss Ward’s very admirable presentation. 
One is that I think that she, as we do in our Point 4 program, separates 
the underdeveloped areas from the rest of the world. While they are dif- 
ferent and require different treatment, I think that a program to develop 
resources throughout the world must be world-wide and that it is just as 
important to continue to develop the resources of the developed areas, 
like our own, in order that we can do the job for the underdeveloped 
areas and to conserve those resources, as it is to do the direct work in the 
underdeveloped areas. Thus my first point is that the scope of the pro- 
gram is not geographically broad enough. 

My second point is that, when she says that we must avoid waste in 
having this money spent in the wrong way, that again falls into the thing 
about which you talked at the very beginning. You cannot walk into a 
program of this sort unless it has a basic energy deriving from a social 
revolution. Now, that may mean that if you ally yourself with that revo- 
lution, there will be waste in our terms, but that is not necessarily waste 
in the terms of the people concerned. 


Mk. Scuutrz: I would accept your contrast between what she suggests, 
1 per cent of national incomes, and Point 4, as it now is discussed in law, 
as quite valid. Nevertheless, we as Americans have really been extraordi- 
narily inventive in economic techniques and in amounts made available 
abroad in this past decade. Not only have we cut off the tail of a mouse 
but we have got rid of whole plagues of mice in the heroic way in which 
we have acted. J call your attention to Lend-Lease in this respect, to 
UNRRA (which she mentioned and in which we had a small hand 
at least), certainly the Marshall Plan, and in a full-fledged and a more 
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heroic Point 4 should that emerge. Her proposal is certainly within our 
sphere of inventiveness. 


Mr. Warsure: Oh, I am not saying that the thing is impossible at all! 
All I am saying is that this is a refreshing point of view compared to the 
very narrow one which we have applied so far. Miss Ward is much more 
closely related in this respect to Senator McMahon and his proposal and 
to Walter Reuther’s recent proposal. She is looking at it in a broad way. 


Mr. Scuuttz: Yes, but these are all very mechanical. I wish that we 
could get a bit farther underneath the surface. You see, I have a feeling 
that we are just talking transfer of money here and a little concern about 
some crude word called “waste,” but it does not get into what you call 
social change and social revolution. 

I wonder if we might not draw in now our distinguished Indian econ- 
omist, who is a very personal friend of mine and who is closer to and 
better informed certainly than I am on this problem as it affects the 
Asiatic world and especially his great country of India. 


Mr. Warsurc: I think that that would be an excellent idea. 


Mk. Scuutrz: It is my pleasure at this point to present Mr. V. K.R. V. 
Rao, the Indian Delegate to the United Nations Economic and Social 
Council, who is also India’s most distinguished economist. 


From London, England 


Mr. Rao: Why do we want to utilize world resources to create world 
welfare? The normal Western answer is: “To fight communism.” I do 
not say that that is all. Undoubtedly communism will have less appeal 
in a world full of welfare than in one filled with poverty and misery. But 
there are more important reasons why we must use world resources to 
bring about world welfare. 

To begin with, there is no other way in which to bring about world 
welfare. The poverty-stricken peoples of the world are in no position to 
raise themselves out of their poverty solely by their own effort. There 
must be self-help, of course, and national effort, but there must also be 
willingness on the part of the wealthier peoples to utilize a part of their 
resources for world economic development. Moreover, world economic 
development, turning world resources to world welfare, is an absolute 
good in itself, for it not only helps those who now achieve welfare but 
also helps those who assist in its achievement. Full employment, ex- 
panding markets, increasing international trade, conquest of booms and 
slumps—these are only a few of the consequences which accompany and 
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follow world economic development. Above all, such development stim-. 
ulated by world effort cuts at the root of economic nationalism and will 
wean away the new nations from their existing blind belief in weapons 
of economic warfare as the only way out of their political difficulties. 

Granting this thesis, how do we turn world resources to world wel- | 
fare? There is no doubt that private capital has an important role to play, 
but the prospects of its doing so are not bright either in time or in war 
news. The International Bank undoubtedly has an important role, and 
it is beginning to play it, too. But the International Bank charges inter- 
est on its loans, and it wants repayment within twenty to twenty-five 
years. It is, therefore, not possible to use its services for building up the 
social and economic borrowed capital which is so basic a condition for 
rapid economic development. By “economic and social borrowed capital” 
I mean investments in things like education, sanitation, roads, harbors, 
housing, irrigation, and power. These are all mostly productive in terms 
of human welfare. They also constitute an essential base for increasing 
welfare, but they do not yield direct financial returns. They cannot bear 
a commercial rate of interest. In fact, in many cases they cannot bear any 
interest at all, and they all require very long periods for repayment. Yet 
this financing is essential; without it technical assistance can achieve 
just nothing. Long-term and low-cost financing—this, therefore, in my 
opinion, is a basic condition for turning world resources to world welfare. 

It does not mean outright grant as under the Marshall Plan, but it does 
undoubtedly contain an element of subsidy, and such a subsidy can come 
only from government—hence, the need for a new international financ- 
ing agency, not to replace or compete with existing ones, but to supple- 
ment them and at the same time enable them to achieve better results. 

I will call such an agency the “United Nations Economic Development 
Administration” or “UNEDA.” Others have talked of a “World De- 
velopment Corporation.” The name does not matter. It is the function 
which is important, and that is the provision of long-term, low-cost 
finance for the conversion of world resources into world welfare. 

I do not think that I need to argue at length on the relation of world 
economic development to world peace. Human beings do not normally 
indulge in quarreling. Nobody wants war; in fact, everybody hates it, 
and yet men do go to war from time to time. It is largely because of 
hunger and poverty; but when national hungers and poverties are re- 
placed by welfare and when this welfare is established, not only through 
national effort but also with the help of cooperative world effort, then 
national welfare gets associated with the world consciousness and a 
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E clobal loyalty. Then—and surely not until then—will mankind have laid 
the foundation of a durable peace. 


From New York City 

Mk. Scuuttz: Thank you, Professor Rao. 

There certainly is much which is wise in what Rao has said to us. Yet, 
on one perhaps minor point, so far as our theme is concerned here, his 
proposition that people go to war because of hunger and poverty I would 
find very hard to accept because of the evidence of many sorts which one 
~ finds in history. Yet I have a feeling, to return to the main part of the 
theme, that Rao also has been discussing just capital and not the problem 
of the social change which it facilitates. 


Mr. Warsure: I really think that what we had better do is to back off 
from this thing a little bit and to look at it in a broader context. Just to 
stick my own neck out, I believe that our chief trouble in approaching 
this problem—in approaching all problems today—is that we have not 
" got a positive purpose. I think that the cement of a negative purpose, 
the cement of fear, is a very poor cement with which to unite the free 
world. 


Mr. Scuuttz: I agree. 


Mr. Warsure: So the two positive purposes we need, I think, are two 
reciprocal parallel actions: (1) attacking the great political challenge of 
our time, which is how to get out of the vicious circle of an arms race 
and bring about universal disarmament without which you cannot do 
your full job in the economic field; and (2) the other job, which must not 
wait on the first, is to conduct a real war on hunger, poverty, disease, and 
ignorance, because, while they may not be the sole causes of war—and I 
agree with you that people do not go to war only because they are hungry 
or poor—nevertheless, they are the causes of unrest; and unrest takes the 
form either of internal or of external aggression. It depends on who gets 
hold of it and uses it for his purpose. So I would say that the two things 
which are lacking, the missing ingredients in our present foreign policy, 
are the clear definitions of a political goal and of an economic goal. 


Mk. Scuutrz: I am very much in agreement with you when you say 
the negative things which you have said. We have a policy which is 
extraordinarily negative. One can just say flatly: Military victory; then 
what? Diplomatic victories; then what? Where does this leave us? 


Mr. Warsure: The fact is that we have had a policy of expediency 
which derives from the war. We fought a war of survival which had no 
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other purpose than to bring about the unconditional surrender of our 
enemies. 


Mg. Scuuttz: All this I agree with; but, when you get on the affirma- 
tive side, I do not see where you are going. 


Mr. Warsure: I can spell it out very simply. 
Mr. Scuuttz: I wish that you would. 


Mr. Warsurc: We have to make it the avowed aim of American for- 
eign policy, knowing all the difficulties, to transform the United Nations 
into a world organization capable of enacting, administering, and en- 
forcing world law. Whether we call that a federal world government 
or by some other name does not matter, but the substance does matter. 
We have to make up our minds that we cannot have disarmament under 
the present structure of the UN; unless we have disarmament, we cannot 
have peace. 


Mr. Scuuttz: I just simply feel that this is so far-fetched that you are 
completely out of the range of possibilities and that you are not going to 
discuss at all what can be done, what is relevant in the next decade or 
two. 


Mr. Warsure: No, I am familiar with this objection. 


Mr. Scuutrz: I know you are, so that perhaps the thing to do is to put 
this political problem aside today, relevant as it is to our discussion. Let 
me see if I can really get firmly in mind what you meant by the second 
point. 


Mr. Warsure: By the second, I mean a simultaneous attack on the 
economic problem which is, in simple words, a war on hunger, poverty, 
disease, and ignorance. Now, that cannot be a war conducted by the 
United States in its judgment, with its resources; I think that the real 
challenge there is whether we are able to avoid equating our preponder- 
ant strength with some kind of similar preponderance of brains and with 
some similar right to dictate what should be done. The thing which we 
have not done is that we have not studied the world, we have not found 
out what its needs really are, and we have not tried to adopt the means 
of meeting those needs which are suitable to the peoples concerned. That, 
I think, is what we have to do. 


Mr. Scuutrz: Let me take you back to your first proposition, which 
I found rather happy. That is, it is as Americans that we have to find 
ways and means of nurturing social change, social change which is in 


THE UNIVERSITY OF CHICAGO ROUND TABLE 9 


_ harmony and consistent with world welfare. That is a kind of propo- 
sition which I find very happy as a point of departure. We then decide 
upon the political apparatus, doubtful as I am as to what you said there. 
Then how does one proceed? Let us take rather concretely—and I choose 
my ground, and it is perhaps a little unfair, but I think that we have to ~ 
face it: Let us suppose that we get back to the thirty-eighth parallel in 
Korea and rather soon. Then what? How do we, as Americans, pour 
resources into Korea? 


Mr. Warsurc: Wait a minute. I think that you have misstated the 
question. | 


Mr. Scuuttz: No. 


Mr. Warsurc: Because it is not how do we, as Americans. It is: How 
do we help the world to do this? That is the whole issue. 


Mr. Scuuttz: All right. Choose your ground. How does Korea emerge 
with social changes which are consistent with welfare? Where does one 
turn so that that comes about ? 


Mr. Warsure: One turns, I think, to the people who know Korea. In 
other words, let us suppose that we did get back to the thirty-eighth 
parallel, and let us suppose that it was then a question of deciding what 
is to be done about unifying Korea. 


Mr. Scuutrz: Unifying Korea? Unifying Korea now becomes an ob- 
jective? 


Mr. Warsure: It has always been an objective. 


Mr. Scuutrz: Yes, but this is prior to the economic aid—prior to the 
resources coming in? 
Mr. Warsurc: What I was going to say is that I think that you have 


to drop this whole problem in the laps of the Asians. Now, what you 
try to do then is to help them carry out the solution which they find. 


Mr. Scuuttz: Now you are talking sense. I mean that now you are not 
talking some idealistic world government. Now you are talking a very 
meaningful practical process. 

Mr. Warsure: I was not suggesting that world government should do 
these things. 

Mr. Scuuttz: You now put world government aside. You see, you 
have said, “Set up a separate group.” 
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Mr. Warsurc: No, I have not. I am sorry, but I have not at all. These 
are two long-range objectives. We have to find some way of bringing 
about disarmament. We do not do that by economic means. And we also 
have to find some way of conducting an effective war on human misery, 
and we do not do that by political means. We have imagination in one 
field but not in the other. 


Mr. Scuuttz: I am pressing you for a technique and to seek shelter in 
words. You see, words have become symbols and they mean different 
things, perhaps, to each of us, but let us take the Korean problem. When 
you say and when I concur, as I would at once, that if the Korean prob- 
lem is first unification and then its unification involves transfers and 
processes following that, and you put this in the hands not of America, 
not of the occupation forces per se, but in Asiatics— 


Mr. Warzurc: Yes. 
Mr. Scuutrz: The Indians, the Pakistanians... 
Mr. Warsurc: Indonesians. 


Mr. Scuutrz:... and Chinese—then you have said something which 
points to an answer of discovering what the social change is. 


Mr. Warsurc: Then you would agree with me that the first thing that 
we have to do is to find some means of ascertaining what the real aspi- 
rations and needs of these people are and not sit here and decide that this 
is what they ought to want, because this is what we do and it works here. 


Mr. Scuuttz: This is again a negative. With this I agree. The criti- 
cisms you make of ourselves are all very much the point. But, you see, 
what Miss Ward did not say and what Rao did not say—and Rao did not 
have to say it, because in India I think that it is quite straightforward, 
we can accept the Indian government as a reliable government to dis- 
cover what this social change is, but how can this be done in other parts 
of Asia, in Korea to be specific? 


Mr. Warsure: That brings up that point I wanted to bring up in con- 
nection with Miss Ward, if I may. When she talks about doing this thing 
through the UN rather than by bilateral arrangements, I thoroughly 
agree. But I think that we have to recognize that a lot of governments 
represented in the UN do not represent fully the best interests of their 
peoples, and I think that the consultative process by which we ascertain 
needs in the way of meeting them should involve consulting not only 
governments but citizen organizations like trade-unions, cooperatives, 
consumer groups, etc. Do you agree with that? 
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Mk. Scuutrz: I do, but this is paraphernalia and apparatus which do 
not exist. Let me step back a step now and take us back to the funda- 
mental matter which you raised earlier. I just accept it as true that we 
as Americans have shown ourselves very skilful on the technical side, 
technology per se, and increasingly on the economic matters. But when 
it comes to discovering what this social change is which is consistent with 
the welfare of people... 


Mr. Warsure: Then we are not so bright. 
Mr. Scuuttz: ... then we do not know what to seek. 


Mr. Warsurc: Because we are thrown by our negative policy into pro- 
tecting the status quo. 


Mk. Scuutrz: That is right. 


Mr. Warsurc: What I am really saying is that we cannot today de- 
velop a blueprint of action or even a plan. What is called for today is a 

twofold act of faith: one in the political field, one in the economic field— 
_aclear definition of where we are trying to go. Then we can steer a 
straight course toward those goals. Now, you say that one is utopian. 
I do not say that it can be attained in five minutes, but I do say that, un- 
less we know what we are trying to do, we are going to zigzag as we 
have been zigzagging and go on taking commitments beyond our power 
all over the world. 


Mr. Scuuttz: I am not in disagreement basically with what you have 
said here at the end, except that it seems to me that you still leave your- 
_ self very vulnerable in tying merely to the phrase... 


Mr. Warsure: That is my chronic mistake. 


Mr. ScxHuttz: ... of discovering social change. It seems to me that we 
are all obligated to think through and find ways and means of discover- 
ing what this social change is, whether it is in the Philippines or in Korea 
or in Indonesia or in India, where I think, it is relatively easy. 


Mr. Warsure: I agree with that. 


Mr. Scuutz: So that, in a sense, the four of us are quite agreed, in this 
discussion, of the importance of the problem, and I should say, despite 
the situation in Korea, that we are agreed upon the urgency of increasing 
on the part of the United States and the United States joining in a world- 
wide cooperative effort in economic development. 


Mr. Warsure: That is the whole story, I think. 


AN ANTHROPOLOGIST VIEWS POINT FOUR 
By RALPH LINTON* 


MANY years ago, George Bernard Shaw suggested a rephrasing of the 
Golden Rule. He advised that that well-known admonition to extroverts 
be replaced by the more sophisticated: “Do not do unto others as you 
would have them do unto you. Their tastes may differ.” Any anthropolo- 
gist reading President Truman’s Point Four program or the United 
Nations Technical Assistance program cannot help wondering whether 
their framers have ever heard of this revised version. Both programs ex- 
press the laudable intentions of honest men of good will. They are a 
natural reaction to our growing awareness that a large part of the world’s 
population has a standard of living below that which we consider the 
absolute minimum and a life expectancy scarcely half that which could 
be assured by adequate food, shelter and medical care. This is a desperate 
situation and one which should be remedied as soon as possible. How- 
ever, it is not so desperate that we have to plunge in without taking an 
inventory of the difficulties which confront large scale aid programs. 
In fact, without such an inventory our good intentions are likely to end 
in the well-known infernal paving material. 

The real difficulties confronting such programs are great enough with- 
out bringing in any false assumptions. One of the fallacies which can be 
disposed of immediately is the comfortable belief that economically de- 
pressed groups are so simply because they lack the desire to improve their 
condition. This idea, much in vogue with the older generation of factory 
owners and colonial administrators, has this much basis in fact: When 
the members of a depressed group find themselves confronted by over- 
whelming odds and when every attempt to improve conditions ends in 
failure, the result is apathy. This is a general rule of animal as well as 
human behavior and can be illustrated either with rats in a laboratory or 
by most American Indian tribes after a century and a half of disastrous 
dealing with the ever-changing programs of the U. S. Government. 
However, this apathy is rarely so deep that it cannot be overcome by the 
presence of tangible, obvious rewards. It may be doubted whether there 
is any society in the world whose members do not welcome better health 
and longer life. Better food, clothing, and housing are almost as much in 


* Selected from a series of articles on “Pitfalls of Point Four” (American Perspective, 
Spring, 1950). Reprinted by special permission. 
12 


THE UNIVERSITY OF CHICAGO ROUND TABLE 13 


demand, although here the standards vary more. It is safe to say that any 
society is ready to work toward these goals when it is shown that it can 
achieve them without the sacrifice of other things which it considers 
more important. 

A second fallacy, less widespread today than it was before World War 
II, is that “native” peoples are doomed to low standards of living by their 
inability to handle machines. This belief, born partly from wishful think- 

_ ing, partly from ignorance of cultures other than our own, explained 
white supremacy in flattering terms and helped to allay fears that it 
might not last. As a matter of fact, few “native” peoples are more inept 
in learning to handle and repair machines than our own ancestors were 
two centuries ago. That individuals can close the gap between the native 
village and the machine shop in a period of months is a matter not of 
theory but of observation. Men with the ability to become expert mechan- 
ics can be found in all groups, and a surprising number of “natives” are 
fascinated with machines and eager to learn how to handle them. The 
automobile is already playing much the same part in spreading mechan- 
ical skill through the world’s remote areas that it played in rural United. 
States forty years ago. The more decrepit the car and the harder it is to 
get spare parts, the greater the skill required to keep it running. Even 
now, there are native auto mechanics in Arabia, Tahiti and the Belgian 
Congo who are as dexterous and perhaps even more ingenious than their 
American counterparts. 

If the people of the economically depressed parts of the world are will- 
ing to improve their standards of living and can learn how to use “more 
mechanical power to lighten their burdens,” one may well ask: “What 
are we waiting for?” The answer is that it will take all our ingenuity 
to get the benefits of modern mechanization to “native” peoples without 
doing them more harm than good. There are all sorts of unsolved prob- 
lems ranging from matters of administration to the much more subtle 
and complicated area of cultural change and its results on the individual. 

In the administration of grants for economic development, there 
seem to be two popular positions with various intermediate arrange- 
ments. Either the grants can be administered by experts from outside the 
depressed area or they can be turned over to representatives of the de- 

ressed group. Each of these extreme positions has strong disadvantages. 
ehind the foreign expert lies a long tradition of white colonial exploita- 
gation. No matter how benevolent his intentions, he will always be suspect. 
Moreover, in his quite natural desire to make a good showing, he may 
pay more attention to the well-being of the ledgers than to that of the 
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workers. Lastly, only one technical expert in a hundred knows, or even 
takes the trouble to learn, anything about native culture and native pref- 
erences. Not long ago an American-owned mining company in a “back- 
ward” area was greatly worried by its inability to get labor when other 
companies which paid less and offered fewer facilities to workers and 
their families got it without difficulty. A little study showed that the 
workers objected to what might be called social mass production. They 
wanted to be treated as individuals, not as numbers. 

In spite of these difficulties, the alternative of turning grants-in-aid 
over to representatives of the depressed groups has even less promise. 
The first problem would be how to find such representatives. Our devo- 
tion to the ideal of democracy should not blind us to the fact that very 
few of the world’s societies are or have been democratic. Most of them, 
even in the “backward” regions, are organized along class lines with a 
small group of aristocrats who are accustomed to siphoning off for their 
own uses the small surpluses of multitudes of peasants and laborers. 
In colonial areas, the interests of these aristocrats and those of the Euro- 
pean rulers have been sufficiently similar so that the Europeans have 
reinforced the economic position of the native aristocrats. The younger 
generation of the native aristocracy often has received a European educa- 
tion in the classics; very rarely one in modern science or technology. The 
high level European administrator, whom the upper class native takes 
as his model, is usually not well acquainted himself with these aspects of 
his own culture. He is often loud in his praises of the classical European 
education, so that the native takes it to be a sort of social and economic 
open sesame. Advanced students in several of the African native colleges 
have demanded courses in Greek and Latin based on the corresponding 
ones in English colleges and have felt that failure to provide these was 
another case of social discrimination. 

In general, the native aristocrats cannot provide the managerial know- 
how required to establish modern industries, or even modern methods 
of agriculture or sanitation. A liberal program of fellowships for work 
in European and American technical schools might make up this deficit 
in time. However, experience has shown that a very large percentage of 
those who have had such training show the greatest reluctance to go 
home. They would much rather stay in Europe or the United States 
where they can enjoy a higher standard of living and, in most cases, 
greater freedom from social discrimination than they would find in a 
European colony. Even in Latin American countries, where this factor 
is not involved, the technical expert usually finds his difficulties greater 


THE UNIVERSITY OF CHICAGO ROUND TABLE 15 


and his rewards smaller than they would be if he stayed in the United 
States after getting his degree. 

It must be stressed that there are genuinely devoted and patriotic indi- 
viduals in all the backward areas, but good intentions are not enough. 
The people in these areas who have the necessary skills often come from 
groups of lower, or at least doubtful, status. They are, of necessity, per- 
sons of strong ambition who have had to overcome many difficulties to 
get where they are. Too frequently they are of the type commemorated 
in the proverb: “Beware the man who rises to greatness from one sus- 
pender.” To turn over the apparatus and funds required for moderniza- 
tion to such leaders would be likely to result in the sort of ruthless ex- 
ploitation which characterized the beginnings of industrialization in 
Europe and, more recently, in Japan and India. 

All this would seem to indicate that projects to improve the condition 
of the backward areas will have to be carried out under mixed control. 
European skill and knowledge will have to be combined with adequate 
representation for the inhabitants of the areas. However, even this sys- 
tem will be difficult to implement. In the absence of experience with 
democratic techniques, it is very hard for any people to get representa- 
tives who will really represent their interests. Anyone who has had to 
work with representatives of colonial subjects on cooperative projects 
need not be told of the troubles which would beset such joint direction. 
The native liberal tends to be even less clear-headed and effective than his 
American counterpart, while the native politician is certainly no more 
altruistic than our own. People who have just emerged from European 
domination are inevitably smarting under the memory of real or fancied 
injustices. Demagogues who have obtained a place on a joint body can 
always get applause from their constituents by twisting the tails of the 
European representatives. To make joint control effective, the European 
technical contingent would have to be wise as serpents, but scarcely 
harmless as doves. 

The difficulties involved in implementing projects to modernize the 
world’s backward areas are not insurmountable, and those who are 
attempting to solve them have the consolation of knowing that they are 
moving with the current. Certain members of my own profession have 
suggested that the Melanesian islands should be set aside as preserves for 
primitivism. Here the simple native could commune with nature, includ- 
ing yaws and malignant malaria, and maintain his picturesque habits, 
such as clearing land with a wooden sword and digging stick, or making 
canoes with stone axes and sharks’ teeth. It is safe to say that if such a 
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preserve were established, there would have to be a day and night © 
patrol—not to keep Europeans (other than ethnologists, of course) out, 
but to keep the natives in. With the exception of small groups who are 
conservative because they profit heavily from the status quo, people 
everywhere want the immediate, obvious advantages which civilization 
can give. The world will become modernized and mechanized event- 
ually. Even if the bomb beyond the hydrogen bomb leaves Europe and 
North America smoking wastes, the memory of our age of science will 
survive as the memory of Roman order once survived, and there will be 
another Renaissance. We can only hope that the people who take over 
our knowledge may combine it with more wisdom. 

That modern science and technology could provide a better life than 
any of the world’s peoples have known can hardly be doubted. However, 
looking at the results of the contact of folk societies with civilization 
reminds one of the old Irish legend of Fiddler’s Green. This is a pleasant, 
happy place, but it lies on the other side of Hell. Even with the long 
start which we have had, we are still far from reaching it and any plans 
which we make for other people must be directed toward easing the 
journey as far as may be. In retrospect, it looks as though some of the 
circles through which our ancestors struggled might have been by-passed. 

In such planning, our own experience is of more value than many 
anthropologists would admit. While culture and society have assumed 
bizarre forms here and there, most of the world’s peoples, backward as 
well as civilized, partake of the same stream of culture. This stream 
began in the Near East some eight thousand years ago and flowed from 
there over most of Europe, Asia and Africa. It was responsible for the 
city, that most unnatural of social inventions, and for most of the life- 
ways which our own ancestors held to until a bare hundred and fifty 
years ago. To visit a North African or even a Mexican village today is to 
step into a scene which would have been familiar to Americans only six 
generations back. The Near Eastern or Chinese city of today would not 
strike most of them as so familiar, for Northern Europe had nothing to 
compare with these in size or wealth, but an Italian of the Renaissance 
would have felt at home there. 

This widespread folk culture has certain characteristics. Most people 
live in villages and never travel farther than some nearby shrine or 
market town. They marry young and stay married, since to do other- 
wise would make the neighbors talk. Many children are born, and at 
least half of them may die in infancy. The exceptional man who lives to 
be fifty is a toothless patriarch ready, of necessity, to make way for sons 
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and grandsons. Kinship ties stretch through the village and neighbor- 
hood in an intricate web, and relatives are under strong obligation to 
help each other. Beyond this are face-to-face relationships with other 
villagers. The growing child can be taught all about everyone whom he 
is likely to meet and how he should behave toward them. 

The tempo of life in such a society is set by the circling year. At plant- 
ing time and harvest, everyone works from gray dawn to dark. The rest 
of the year there is plenty to be done but time to choose what you will do 

today. Clever housekeepers and good craftsmen are admired. Every 

family makes most of the things it has to have, and services are ex- 
changed and gifts passed back and forth so that very little money changes 
hands. Religion is an excuse for holidays as well as a comfort to the 
individual. The deities are also members of the community and every- 
one knows how they have favored it in the past. Miracles and answered 
prayers are too common to cause surprise. Except for recurrent war, 
famine and pestilence, life scarcely changes from generation to genera- 
tion. One can live well and enjoy peace of mind simply by learning, not 
thinking. 

The effect of modern civilization on such villagers does not have to be 
imagined since, unfortunately, it can already be observed in many parts 
of the world. The calamity which overtakes native peoples when they 
meet Progress cannot be blamed on the auspices under which the meet- 
ing takes place. It is a question whether the unscrupulous trader or labor 
recruiter really does more damage than the honest and devoted mission- 
ary who is genuinely trying to help the people. The wreckage is due to 
fundamental incompatibility between stable, closely integrated folk 
cultures and an ever-changing machine civilization represented by the 
trader and the missionary. The best intentions of planners cannot over- 

come this fact. 

One of the first results of contact is to break up the old, socially and 
economically self-sufficient village groups. Money in hand and the novel- 
ties it can buy always have a strong drawing power. The young men of 
the village are usually the first to go. Even if they come back after months 
or years, they will have tasted the advantages of living where they were 
unknown and where gossip could mean nothing. They cannot fail to 
question the village standards of behavior. Meanwhile, their going has 
left an unaccustomed surplus of young women, married or otherwise. 
The inevitable result is a break-down in moral standards. It is curious 
to reflect that the institution of polygamy, which might provide an 
answer to this situation, is always one of the first social institutions to be 
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attacked by modernizers. Not only the immediate family, but also the 
whole kin structure suffers from this opening up of new opportunities 
for the individual. 

If the greatest profit seems to come from leaving home and making a 
place for oneself, the ties which meant security under the old system now 
become irksome obligations. Westerners are gradually becoming accus- 
tomed to living as individuals without close ties of kin or community, 
but for those meeting the situation for the first time, the effects are often 
catastrophic. 

Presently the native crafts are gone and with them the satisfactions 
which come to the individual from skillful work well done. To buy the 
manufactured goods, the native has to become a producer of staple raw 
materials, and thus finds himself involved in the vagaries of world mar- 
kets. Today a business depression in Europe or America may mean real 
deprivation in Central Africa or the coral islands of the Pacific. Given 
one world with a planned economy these particular results of moderniza- 
tion might be overcome, but such a condition is still far off. The result of 
mechanization of the backward areas without any all-over plan is likely 
to be endless duplication of plants and a cut-throat competition for 
markets. 

The breakdown of folk cultures under contact with advanced cultures 
is not limited to social and economic derangement. The first period of 
loss and bewilderment is often accompanied by increased turning to the 
supernatural. Messianic movements promising return to the good old 
days, plus, of course, all the material advantages of the new technology, 
are common at this time. The failure of such movements breaks down 
faith in the old deities. Missionary activities, which are everywhere an 
accompaniment of modernization, also aid in this. However, without 
either messiahs or missionaries, modern science and technology can work 
miracles so much more impressive than those ascribed to supernatural 
beings that faith wanes. With it goes a whole series of sanctions and 
compensations on which the individual depends. 

At the very time that modernization is destroying many of the things 
which have made life worth living for backward peoples, it is helping 
more of them to live. The great epidemics which swept away whole 
native populations in the early days of European contact are now things 
of the past. Famine has been banished except as a part of the terrors of 
war. In most of the backward areas, population is already on the increase. 
Demographers recognize a cycle which has been repeated again and 
again. It begins with a high birth rate and high death rate giving a 
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stable population at a ceiling set by local resources. The first effect of 
modernization is to diminish deaths while births remain high. The popu- 
lation rises rapidly, then begins to level off and finally stabilizes. The 
size of the stable population is determined by a combination of resources 
and standard of living and is maintained by limitation of births. If the 
projected aid to backward areas is really to improve living conditions, 
education in the desirability of limiting the birth rate will have to go with 
it. Otherwise every gain in resources will be promptly counterbalanced 
by an increase in the population dependent on those resources. 

All the troubles which come to folk societies in process of moderniza- 
tion have come to our own society. We must admit that we have not 
solved many of the problems set by a machine civilization. However, we 
can boast of having made some progress and of an increased under- 
standing of what the problems are. We can give the backward areas 
access to our technical knowledge, provide them with the initial capital 
needed to implement the knowledge and insist—if we choose to do so— 

~as a condition of the use of the capital, that they do not repeat the horrors 
endured by labor in the early stages of mechanization in Europe. Beyond 
that we can do little. Human beings are infinitely adaptable and, given 
time, can adjust themselves to a surprising range of conditions. In time 
the backward areas will work out their own adjustments and we should 
not be surprised if these differ from our own. 


SOCIOLOGISTS VIEW POINT FOUR 
By EVERETT C. HUGHES and HELEN M. HUGHES* 


I 

WHENEVER modern indusrty is introduced among people who have 
never had it before, it plays the role of a disturber of the peace peculiar 
to the region. It is a destroyer of the indigenous social order and an agent 
of a new order in which the rewards are distributed according to values 
which have come from the outside and are unfamiliar and perhaps even 
distasteful to the local populace. Although at the time the bringers are 
never fully aware of it and the receivers are rarely aware at all, it means 
a complete revolution of the local life. 

Life in the underdeveloped parts of the earth—the Far and Near East, 
much of Africa, Central and South America and the islands of the 
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Pacific—is characteristically village life. It is precapitalistic, and pre- 
capitalism, as J. H. Boeke, tropical eonomist at the University of Leyden, 
has remarked, is the opposite of capitalism at every point. To some of the 
regions, as the diamond mines of South Africa, the asphalt lake of Trini- . 
dad and the sugar plantations of Hawaii, large-scale production was in- 
troduced decades ago and these places are more industrialized than, say, 
those islands of the South Pacific to which modern enterprise has not yet 
penetrated. In the former the problems of industrialization have set in 
earlier, but the logic of the situation is the same. 

The village economy is communal and a man’s duties and skills are an 
organic part of the total work. He lives and works in the way he does 
because of what he was born. For many such people the pattern of life 
was set by their ancestors. It may be a society with little differentiation 
where each man raises his own food and every child expects to do so, too. 
Primitive or tribal man never faces that agonizing dilemma of the West- 
ern adolescent: “What shall I be when I grow up?” In such a society 
where the division of labor is traditional and little use exists for money, 
men can become workers for wages only by undergoing a profound 
change of mentality, one which may in the end bring them to reject their 
own culture in its entirety. 

The assumption on which capitalistic industry or large-scale agricul- 
ture operates is that men will want money and be willing to work for it. 
But even today over the greater part of the earth, money is not greatly 
valued. If a family satisfies its wants by its own labor, with some resort 
to barter among other cultivators, fishermen or handicraftsmen of the 
community for articles it does not produce itself, there is very little place 
for money. i 

The poll tax was introduced into South Africa as a device for making 
money a necessity to the natives. The tax could not be paid in chickens 
or salt but had to be always in money, the colonial money, which could 
be acquired only by working for wages. Therefore, the tribesman had to 
spend at least as great a portion of each year on wage-work as it took to 
raise the amount of the tax. This obliged him to leave his family and his 
village and live temporarily near the mine or the plantation where he 
could sell his labor. This in turn gave rise to another device, the labor 
compound, where native workers were not only obliged to live but 
which in some instances they were not free to leave. It provided living 
quarters for the workers while away from home, but only for the dura- 
tion of their employment. At the same time it secured management a 
constantly available pool of labor. Foreign enterprise thus disrupted 
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family life, withdrew the adult males from communal production and 
exchange, destroying thereby the local equilibrium and created “com- 
pany towns,” all at the expense of the original village. 

The labor compound makes possible the manipulation of the labor 
force in ingenious ways: workers may be prevented from leaving it until 
their poll tax has been raised, and then be obliged to leave it lest they 
become more ambitious for money than the employers find convenient. 
For if work is seasonal, as in the case of plantations, the employer does 
not need his workers for the whole year, and the latter cannot look to 
him for their full support. So they return to their villages and their orig- 
inal mode of life. This is, in effect, a hidden subsidy from the village, an 
unacknowledged and probably unrecognized contribution of the indig- 
enous population to its own exploitation. 

In China this process has gone on long enough for the peasant-turned- 
wage-worker to have lost all claim to a living on the land. Perhaps his 
parents are dead, or his brothers have lost the farm, and cut adrift from 
his only anchorage, he finds himself a landless proletarian who has noth- 
ing but a meager factory experience which has left him too unskilled to 
compete successfully in the labor market. When that happens, the coun- 
try for the first time acquires a characteristic symptom of industrial ad- 
vancement—an unemployment problem. 


II 

The labor troubles of colonial entrepreneurs are in large part occa- 
sioned by the indifference of their native employees to the appropriate 
cultural values. For example: For modern production to be carried on at 
all it is necessary for men to live by the clock and the calendar. Modern 
man has been doing this for a century. That is not long in the world’s 
history, but long enough for him to take it as natural and inevitable. But 
the great mass of mankind, even today, lives by the sun and the seasons. 
One of the most exasperating things management must endure in in- 
dustrializing an undeveloped outpost is the villager’s or tribesman’s dis- 
regard of time and the production schedule. He gets tired and wanders 
off for a bit; he expects a noontide siesta of outrageous length; and on 
some days he does not feel like working at all. But in many large-scale 
undertakings, and particularly if there is anything like a production line, 
work has to be continuous. Workers who do not appreciate the impor- 
tance, that is, the money value, of time, are, in the estimation of the 
Westerner, shiftless, lazy and even immoral. The industrial manager is 
so imbued himself with Western habits that he cannot tolerate a casual, 
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irregular working schedule, even if the nature of the work would per- 
mit it. 

There have been some successful compromises. It is reported that in a 
Brazilian textile plant each woman’s eight hours was split into two four- 
hour shifts with a four-hour interval in the middle during which she — 
could return to her family to cook the meals. In this instance it cost the 
plant very little, if anything, to accommodate itself to local custom. It is 
not always so easy. Nothing is harder for the industrial manager to 
sympathize with than the local saints’ days. The first strikes, after Prus- 
sian manufacturers began to industrialize the Roman Catholic peasants 
of the Rhineland were over the saints’ days which were traditional local 
holidays. The English and American managers of a factory newly set up 
in Quebec and manned by local habitants were so plagued in the early 
days by the frequency of saints’ days that they kept the plant running on 
their own holidays, to reduce the stoppage of work. Regular schedules 
which make technological sense to the production man from the outside 
world may be sheer impiety to the local worker who, in the end, con- 
ceives of the whole complex of foreigners, machines and employment 
for money as the devil’s work. 

. Until very recent times European adventurers, no matter how rascally, 
thought of themselves as Christian gentlemen and cursed the rest of the 
world as heathen. Today’s ethnocentrism begins in judging others in 
terms, not of religion, but of their working qualities. We expect our own 
virtues in others and are amazed and pained at their absence. Thus the 
planters of Jamaica anticipated that higher wages would stimulate pro- 
duction by the natives. Not so. When wages were raised they simply 
worked for shorter hours: the Jamaican, as Lord Olivier pointed out, 
does not conceive of himself as a laborer. The harried planters were then 
confronted with the problem of increasing the productivity of labor to 
compensate for the higher costs they had laid upon themselves. 


III 

To transform the inexperienced into wage-workers is a vexatious, 
thankless job, albeit immediately profitable in past days to the doer. But 
the process has profound repercussions, as already noted, upon the people 
undergoing the change. It is not idly called the industrial revolution. For 
one thing, it destroys irrevocably the local web of family life. By con- 
verting family members into individual earners with private incomes it 
breaks up into disparate atoms the highly organized and economically 
important household unit. Large-scale agriculture and industry put a 
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premium upon the young and strong, removing them as producing 
parts from the domestic economy. In the textile mills of China, because 
it was cheapest, the labor of young women has been assiduously re- 
cruited: the average age of girls in the prewar factories of Shanghai was 
nineteen. It is obvious that when the very dependents, who are most in 
need of the sanctuary which family life provides, leave it for gainful 
employment, the family’s functions are reduced to a vestige. Most pitiful 
of all, modern production reduces old age from a position of veneration, 
authority and importance to that of an expensive and resented burden: 
the lore and wisdom of the elders is as currency suddenly made worthless 
by some new medium. 

In like manner the man with the digging stick and the woman with 
the hand loom become supernumeraries. Their folk ways of planting and 
harvesting and their slow, exquisite skills cannot compete with scientific 
methods and power machinery and they are classic instances of techno- 
logical unemployment. Gandhi made it his rule to work a little each day 
at the spinning wheel, for the wheel symbolized the ancient ways of 
family industry and family independence. 

Every society is a structure of ambitions and the means to fulfill them. 
In Quebec the traditional ideals were in the genteel tradition still culti- 
vated by old-fashioned Europeans, by Latin Americans and by the gentry 
of our own South: to acquire property or to enter the learned profes- 
sions. When industry invaded the provinces the country habitants, now 
wage-workers, clung to these now inappropriate ambitions for their 
children. They scrimped and saved to buy houses in factory towns or to 
put their sons through law school. To the new careers opened by the in- 
dustrial revolution—engineering, chemistry, plant management, adver- 
tising and marketing—they attached no prestige at all. Yet the new order 
is cutting the ground away from these historic aspirations and making 
them handicaps. In the uncomfortable transitional phases it may seem 
to the local people that all the rewards—the dividends, the authority and 
the high salaries—are going to outsiders. 

There are many instances of imperialistic exploitation in which man- 
agement has actively prevented the new wage-workers from acquiring 
the new mentality too completely. In South Africa, industry used force 
to procure a supply of native labor but it has, at the same time, seen to it 
that the natives are legally barred from the learning which would qualify 
them for careers at the top of the new economy. The same thing once 
prevailed de facto but not de jure in the United States in the South, 
which is currently in the throes of an industrial revolution: the Negro 
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and the white worker could not obtain a technical education in the 
region to fit him to rise in industry. Until the renaissance of technical 
education—such as that now in progress in North Carolina—he had to 
seek it, if he could, in the North. 

In time the peasant, native or tribesman is bound to develop a degree 
of modern mentality and an ambition for the things which the new order 
offers. For one thing, he grows mobile and seeks to rise in the class struc- 
ture of his now expanded world. He realizes that the best things go to 
the most highly skilled and to the bosses. He begins to think of himself 
and his kind as an oppressed minority and to speak of discrimination. 
In the colonial world this is considered a very dangerous eventuality. 
Even in the Western world, managers speak nostalgically of the docile 
first generation of French-Canadian, Irish, Polish, or Finnish hired 
hands, who were content with their jobs and willing to work without 
hope of advancement. They were content, in part, because they were not 
completely industrialized in spirit; their ambitions were outside of 
work—the ownership of property, for example. A second or later genera- 
tion is compared with them unfavorably by management because it 
insists on advancement within industry. We see Negroes here at home 
slapped down if they show signs of budding ambition. It has taken time 
for Southern rural Negroes to become acclimatized to industry and to 
venture into the stage of readying themselves by education to rise in the 
system. The third phase, in which Negroes actually compete with older 
groups for more favorable place, is at hand. 

Thus industry strives to arouse in people hitherto lacking it the ambi- 
tion to make money. But it complains a good deal at any manifestation 
of ambition beyond that. As a matter of fact, management likes to see 
ambition rationed in various amounts among the ethnic categories of - 
employees: in South Africa one ceiling is set for the blacks, another for 
the whites and a third for the mixed bloods, who are called colored. 

Plants and factories everywhere, whether in industrially advanced or 
backward countries, tend to remain in the hands of the founding ethnic 
group. “You never see a French-Canadian metallurgist,” say the non- 
French executives in Quebec. But would they employ him, even if he 
were qualified? At the top a monopoly of jobs is easy to maintain be- 
cause the power resides there. In colonial industry it is thought necessary 
to keep control in “loyal” hands; that is, in the hands of a group with a 
common culture and national background. This is one meaning of the 
phrase, “the white man’s burden.” 

Among the lower ranks it is common for an ethnic group to secure a 
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- virtual monopoly on certain jobs. The Welsh coal miners are said to 


take their own sons as pit mates, transmit their skills to them and resist 
effectively the introduction of strangers. Thus the employee, while he 
has only limited opportunity within the system, may secure to himself 
something like a claim to his job. The result is a social system that is, at 
least temporarily, stratified by ethnic origin and by position in the plant. 
It will continue until some technological change creates a greater de- 
mand for labor, at which time management may introduce some new 
ethnic group. This is sure to meet with the resistance of all who are al- 
ready there, and then comes the strange spectacle of employees, who 
themselves feel discriminated against by their bosses, turning to dis- 
criminate against fellow-workers. 

The function of industry in this process is thus to bring peoples 
together, sort them out into various levels of jobs and so form of them a 
local community in which industrial warfare is fought along racial or 
ethnic lines. It seems that wherever industry introduces people who are 
strangers to the land in tongue and manners, whether it be as bosses or 


_as hands, the inevitable industrial strife is likely to be expressed in a 


nationalist movement, as in Quebec; in anti-foreign feeling, as in the 
Orient; in the “know-nothing” sentiment and the various forms of 
organized “Americanism” of this country. If a native people does not 
complain of its status or appear to resent the foreign innovator, it is 
because it is only entering upon modernization and the new conception 
of itself still lies ahead. All this seems the rankest ingratitude to corpora- 
tions which, at the same time as they earnestly bend their efforts to bring 
“backward” regions into the world market, are actively encouraging 
literacy, stamping out the indigenous diseases and instructing the people 
in how to feed and care for themselves generally. 

Industry everywhere has always been a mixer of peoples. It is obvious 
that the development by Western capital of industrial frontiers will 
mean that its representatives and bearers will confront the precapitalistic 
“natives.” But it generally happens that third parties rush in. While the 
Dutch were in the process of modernizing the mines and plantations of 
their colonies, the Chinese came and found places for themselves in 
occupations which the two chief parties overlooked—for one thing, 
money-lending. It sometimes happens that the third party is soon more 
numerous than the innovators whose presence brought them in. The 
Chinese of the Outer Provinces of the Netherlands East Indies are, 
according to Boeke, thirteen times the European population. Not infre- 
quently there are fourth and fifth parties as well. Thus we must learn to 
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expect from the experience of the past that the development of frontier 
areas will entail a shuffling and shifting of people, some of whom may 
previously have lived half a world apart. 


IV 

The industrialization of outposts has gone on long enough to demon- 
strate a momentous cycle. The story of a textile mill in Quebec is an 
example. The province tempted industry with its vast unexploited re- 
sources in cheap electric power. And it contained an abundant population 
of country people. These two attributes made it possible to produce tex- 
tiles cheaper there than in England or Massachusetts, where power and 
organized labor made the costs high. Capital and men skilled in man- 
agement and the industrial processes were sent to Quebec by corporations 
from England and the United States. In their experience Quebec was 
just the latest in a succession of industrial frontiers, for the American 
subsidiary had set up plants first in New England and then in the South, 
moving away as labor unionized and demanded higher wages. 

In Quebec the engineers and executives spoke of themselves as pio- 
neers and missionaries. But things happened quickly. Quebec, though 
only in the first stages of its private industrial revolution, is, after all, 
neighbor to Ontario and New England where industrialization has gone 
further. In less than ten years the people who had made such docile, 
tractable wage-earners at first were organized. They now saw them- 
selves as dupes who were doing for less money the same work other men 
did, not many miles away. 

Inevitably their demands are tending to equalize the costs of textile 
manufacture in Quebec with costs in other localities, and to offset the 
originally favorable position of Quebec plants in the world market. 
From the point of view of the corporation, the big money is to be made 
while the frontier is still a frontier. It will lose its competitive advantage, 
at least as far as labor costs are concerned, but there may remain com- 
pensating advantages in the lower costs of power or raw materials or the 
accessibility of markets. Be that as it may, the end of the cycle comes 
when commodities cease to compete on the basis of the cost of the human 
power that has gone into their making. In the meantime a whole society 
which for centuries gave comfort and deep satisfaction to its members 
has decayed and a less distinctive, and, for the time being, less happy, 
but more productive, order has supplanted it. 

Now this drama will presumably be played out every time industry 
finds a new labor frontier. In Quebec the tempo was fast because 
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Quebec is part of the modern world and contiguous to some of its most 
highly industrialized regions. It will be slower where the labor force has 
more to learn and is further removed from precedent and example. The 
process is always painful, often violent and accompanied by racial 
antagonisms, injustices and impositions on both sides, and sometimes by 
bloodshed. In the long run it ends in a new mixture of peoples, a new 
social order, a new position in the world economy, and a more equal 
standard of living. Greater productivity offers an escape from the vicious 
circle of grinding poverty and ignorance which all too commonly victim- 
izes the industrially underdeveloped. 

A higher standard of living is the reward for the dislocations and 
miseries of an industrial revolution. No doubt the painfulness of the 
process can be reduced if it is conducted with decent spirit and intelli- 
gent heed to the lessons of the past. But let no man think it will be easy 
or comfortable or that its agents will invariably be welcomed with joy or 
rewarded with gratitude. 


A LATIN AMERICAN VIEW OF POINT FOUR 
By DANIEL COSIO VILLEGAS* 


POINT FOUR of President Truman’s Program confronts Latin 
America with a question which is as much political as it is economic. 
This, of course, should not be surprising, since every important economic 
problem has its political aspect, but there are two additional reasons 
peculiar to this instance and period of time. In these times, persistently 
called times of world-wide hysteria, every idea, even the most candid— 
and President Truman’s is not—is received with suspicion. Furthermore, 
without exception the countries of Latin America have lived with a 
dilemma which they, have not succeeded in solving. Latin America 
knows, better than anyone else, since it feels it in its heart, that foreign 
capital is needed for its development. But at the same time it fears foreign 
capital—first, because the fields chosen for investment have not always 
been fortunate; second, because Latin America knows from first-hand 
experience that sooner or later foreign capital results in interference 
and political pressure in its internal affairs, which in several countries 
has brought about intervention and war. So, before entering specifically 


* Ibid. 
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into the economic analysis of Point IV, its political aspects should be 
further explored. 

For many reasons which it is impossible even to enumerate here, the 
concept of Point IV is received in Latin America with suspicion, but 
there is perhaps one reason of greater importance than all others: once 
again the inconsistency of the United States has been revealed. Year after _ 
year Latin America has proposed to the United States various solutions 


to the problems of North American capital investment, and the United —_ 


States has either scorned an examination of the problem or has refused 
to consider it. In 1933, the Mexican Delegation presented to the Seventh 
Inter-American Conference at Montevideo a proposal for a study of this 
question, and in each and every one of the succeeding conferences the 
petition has invariably been repeated. Moreover, well before the Inter- 
national Bank for Reconstruction and Development was even thought 
of, Latin America had several times presented a plan to create an Inter- 
American Development Bank, whose purpose would be precisely that 
of lending capital to accelerate Latin America’s material progress. This 
attitude on the part of Latin America was carried out consistently to the 
extent of presenting at Bretton Woods an amendment to the very name 
of the International Bank; it wished the name to include the words 
“Development” and “Reconstruction” in order to indicate that it con- 
sidered the permanent task of stimulating the economy of under- 
developed peoples more important than the transitory one of recon- 
structing the devastated areas of Europe. 

All these efforts on the part of Latin America not only showed clearly 
its preoccupation and its strong desire to receive capital, but more than 
that its decided preference for an institutional solution; that is, that Latin 
America preferred, prefers, and always will prefer receiving loans from 
an international bank rather than from a government or a private con- 
cern, especially from a private concern to which its own government has 
given a guarantee, whatever its nature may be. On the other hand, this 
same idea was expressed by the late Lord Keynes on behalf of England 
when he presented for the first time his plan, which later became the 
International Monetary Fund, and which was enthusiastically received 
because it coincided entirely with the Latin American viewpoint. 

To a certain degree President Roosevelt came to understand this point 
of view, as shown not only by the promptness with which the United 
States participated and subscribed its large share of the capital for the 
International Fund and Bank, but also because more recent loans to 
Latin America were made through the Export-Import Bank which, al- 
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though official, is a bank and not a government. And it can be said that 


the present government of the United States is not altogether ignorant 


of the Latin American opinion on the investment problem, since it has 


been dealt with at the Inter-American Conference at Bogota and at the 


international trade conference at Havana. At both, the North American 
opinion was accepted only partially and with reservations. 
Latin America has consistently and over a long period of years asked 


that capital be invested to hasten its material development, while the 
_ United States has scorned the idea or has refused to consider it. If today, 
| spontaneously and suddenly, the United States takes the initiative to 


make such investments, there must be some reason. If the foregoing 


should not be sufficiently convincing that the United States is now moti- 
vated by political considerations, one has only to read President Tru- 


man’s inaugural address, the bill (H.R. 5615) introduced by Representa- 
_ tive Kee in July, and the statement of Under Secretary Webb before the 


Senate and House in August 1949. 

Of course there is a political reason: the United States is looking 
ahead and desires to take from now on all necessary steps to avoid Latin 
America’s fall to Communism. But this reason, although valid and legiti- 
mate, does not keep the Latin American from thinking and regretting 
that a thing once denied him and now offered him cannot be taken for 
what it is, because tomorrow it may be something entirely different. It is 
also inevitable that the Latin American take into account that the 
United States which could not previously see Ais reason now can see its 
own reason, in spite of the fact that in this instance both reasons are 
exactly the same. In any case it is good progress that the United States 
takes Latin America seriously enough to fear that some time it could be 
converted to Communism, since scarcely three years ago, as in the case 
of China, the United States did not believe it. 

If the United States this time proceeds with judgment, it can accom- 
plish in Latin America something of permanent value which will win 
the sympathy and devotion of all. 

Point IV offers the underdeveloped countries two things: technical 
assistance and capital. In receiving both, Latin America has had more 
than a century of experience. It would be unforgivable if, before setting 
up standards for new plans, history were not reviewed and consequently 
its lessons not utilized. This is all the more important inasmuch as the 
Latin Americans believe that past foreign investments in their countries 
have had poor results and have left a disagreeable memory. If past errors 
are not discovered, their repetition cannot be avoided, and new plans 
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will produce a result exactly opposite to that desired. Far from bringing 
the Latin American peoples closer to the United States, they would 
become farther apart. 

It should be remembered, for example, that English and principally — 
North American technicians laid out the great majority of Latin Amer- 
ican railroads, and that they were built to a great extent with English 
and North American capital. The general opinion in Latin America 
regarding this experience is unfavorable. It is recognized, of course, that 
some of these railways were, in their time, and may be even today, engi- 
neering wonders; that they also have made a valuable contribution to_ 
the economic, social, and political development of these countries. But, 
aside from a cost generally considered excessive, it is believed that the 
railway systems of the Latin American countries labor under two very 
grave defects which have seriously reduced their usefulness or which 
have required costly work to correct. The first is that they are not a 
really integrated system; second, that they were not built with the eco- 
nomic interests of these countries in mind. 

In fact, more than being a non-integrated system, they are a series of 
isolated, unconnected lines which serve the needs of the two terminal 
points and those of the narrow fringe of the right of way. But they do 
not connect with each other in order to satisfy all the needs of the coun- 
try, or even the greater part of them by tying together the principal 
centers of production and consumption. Much less do they provide pene- 
tration lines which would stimulate the opening up and development of 
new regions to economic activity. 

In regard to the second point, the great majority of these railroads 
were constructed to favor the export to England and the United States 
of raw materials and foodstuffs from Latin America, and importing 
manufactured articles from those countries to Latin America. In other 
words, they were constructed principally to favor the economy of the 
countries which supplied the techniques and capital, and only secondarily 
to serve the interests of the countries which paid for these techniques and 
capital. To this must be added the fact that the production of materials 
for export from Latin America (grain and meat from Argentina, min- 
erals from Mexico) soon fell into the hands of foreign firms whose inter- 
ests and prosperity succeeded in confirming, even making ineradicable, 
the initial errors committed in laying out the railroads. 

Thus, the industrial growth of the Latin American countries was not, 
nor could it be, harmonious. Its foreign commerce did not develop on 
the level of its general productive capacity. There is the case of Argentina, 
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' which became a very important supplier of food products and raw 

' materials but which lacked the most elementary industries (Argentina, 
an exporter of wheat, imported flour) ; and the case of Mexico, the lead- 

_ ing exporter of silver and other metals, which found itself forced to 

import corn and wheat because the railroads had not reached the areas 
in which they could be produced in sufficient quantities for the Mexican 
consumers. 

It is a very important fact that the Latin American countries have had 
a uniformly unfortunate experience in a matter as fundamental to them 

as their railways. Remember that Latin American public opinion holds 
that each private firm undertook whatever was necessary for the con- 
struction of its own line, but without giving the least thought to what 
other firms were doing with other lines, with the result that there 
cropped up un-integrated or partially or badly integrated, railway sys- 
tems; and that the lines were laid out to serve primarily foreign interests 
and only in passing the Latin American’s interests. It is understandable, 
therefore, that to the political distrust created by foreign investments 
in Latin America is added a technological and economic distrust. 

Of course, the experience with the railroads, although so important, is 
not by any means the only one. Other similar experiences, both old and 
new, could easily be cited. 

There is another experience which should be remembered: the un- 
necessary investments which very frequently private North American 
firms have made or pretended to make in the Latin American countries. 
Let us take a real case to illustrate the problem. A well-known United 
States soap firm set up a factory in Mexico some time ago. From the 
technical point of view, nothing new was introduced to the country. 
Both before and after, the Mexicans were making and continued making 
soap, usually a better product. From the point of view of the capital 
invested, its usefulness was limited, since the land, the building and the 
installations themselves were not worth very much; the number of em- 
ployed workers was small and the taxes paid were also negligible. The 
only new factor that this industrial plant has introduced to the usages 
and customs of Mexico is a noisy, most expensive, and quite childish 
publicity which produces the well-known result of this type of publicity; 
that is, to increase sales far beyond what the quality and price of the 
product would justify. 

One could say that, if Mexico is not benefited, at least it is not harmed. 
That depends on what you call harm. Certainly a fatal, and not merely a 
grave, harm has been done. Damage has been done in the sense that this 
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capital and technical knowledge would have been better used if it had 
been applied in other fields not covered by Mexican capital and tech- 
nology, or in those fields only partially covered. And this should have 
been done without benefit of publicity and the large sales which are 
derived from publicity. As a result Mexico as a country pays in dollars, 
which consequently are no longer available to pay for earnings of other ~ 
more essential businesses or to pay for importations which would im- 
prove the technology and equipment of national industries. Moreover, 
under Point IV this factory and others equally unnecessary are going to 
have a guarantee from the United States government—a guarantee 
which will force on Mexico obligations which it now does not have and 
claims which it will not be able to pay, although it might have the best 
intentions of doing so. 

Why, the reader may ask, did not the Latin American governments 
themselves make a joint study of their respective railway systems in 
order to bring about a perfect integration which would serve their needs? 
And if this soap factory, which is our example, does not benefit Mexico, 
or harms it, or can harm it, why did the Mexican government consent to 
its establishment? To sum up, are not the Latin American governments 
themselves the cause of these and other misfortunes to their countries— 
misfortunes which, in addition, they presume to attribute to the poor 
innocent foreigner who, on his part, desired only to add to the happiness 
of those countries with his efforts and money? 

These questions, although they appear to be reasonable and logical, 
lack meaning if one keeps in mind the history of the nineteenth and the 
first half of the present century. During this long era the political and 
economic philosophy which has reigned in the Western world has been 
liberalism. In accordance with this philosophy a government should 
concern itself with the internal and external security of the country, but 
should by no means interfere in the economic life of the country. 
Economic development is left to private initiative, which, guided by the 
providential hand of self-interest, is always supposed to be sure of find- 

“ing the solution most advantageous to all. 

Today, of course, no one believes in such an extreme form of liberalism 
and, therefore, I dare to suggest as the first point of Point IV, the follow- 
ing: The first step should be technical help, but not for the study of con- 
crete industrial or agricultural projects. Rather, before anything else, 
there should be a general survey of the needs and possibilities of each of 
the underdeveloped areas in which it is desired to operate. This survey 
would reveal the needs of the area and the order of their relative impor- 
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vay, business. He aol could operate iad make investments in the 
exact order and in those fields which the priority list of needs demanded 
: and which the priority list of possibilities advised. If this reasoning is not 
‘sufficient, the justification and necessity for proceeding in this manner 
could be found i in this simple consideration: None of the Latin American 
‘countries has, up to now, taken an inventory of its natural resources. 
How then could it be determined with certainty whether this or that un- 
dertaking has real possibilities for success or whether it should be ini- 
Aiated before or after some other undertaking? 

But if this is, as it appears to me, the first point of Point IV, it is not 
‘the only one; there are others of great interest which merit an extensive 
and careful analysis. Here I will merely statea few doubts which Point 
V has raised and present very briefly the replies which I would give. 
Can the ends stated by President Truman be achieved without social 
‘and political revolutions in the countries involved? No, not unless the 
“effort follows a plan for each country or area and is consequently carried 
“out methodically and in an orderly manner. However, the Latin Amer- 
ican countries are familiar with revolutions—one more would be nothing 
new and nothing final. . 

> Will increased iidecerialisation a harlwant areas” 3” add to economic 
‘nationalism and the struggle for markets? If the technical aid and the 
“investment of capital are carried out in accordance with a plan, there will 
be stages of development. This will give time to gather experience as 
“well as to. make the necessary adjustments. If improvement takes place 


in the production of raw materials and foodstuffs, it is to be hoped that _ 


the normal progress of the United States and the complete recovery of 
England, Germany, France, Italy and Belgium would-be sufficient to 

“absorb any new Latin American production, If new industries are estab- 
ished, they would have to acquire simple techniques and modest-capital, 
“and rely on a minimum: of the required natural resources and on 


“ 


“an internal market. Then it would be necessary for the large industrial 


“countries to readjust their production. But they could do so without any 

great harm or’dislocation. They have been doing this for many years. 
‘England, the United States and France, for example, have stopped ex- 
"porting cotton textiles of inferior quality to-Latin America where this 
industry has been established and are concentrating on medium and 
pe pericr qualities. 
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